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TRA Internal Audit Charter 
 
I. Purpose:  
 
The purpose of the TRA Internal Audit Charter is to provide a framework of governance in order 
to assist the TRA Internal Audit (IA) Section in fulfilling its mission and responsibilities by 
clarifying its roles and responsibilities, its interaction with and responsibilities to the TRA Audit 
Committee, Executive Director, and staff. 
 
II.  Mission: 
 
The IA Section of TRA provides independent and objective assurance and consulting activities 
designed to add value and improve operations.  The IA Section will assist TRA in accomplishing 
its management objectives by bringing a systematic and disciplined approach to evaluate and 
improve the effectiveness of risk management, internal control, and various governance 
processes.  
 
III. Objectives and Scope: 
 
Objective:  Auditing Services 
 
The objectives of the IA Section’s auditing services are to provide independent assurance to the 
TRA Audit Committee and management to ensure that: 
 
• TRA’s assets are safeguarded; 
• operating efficiency is enhanced;  
• statutory compliance is maintained; and 
• Board and management policies are followed.   
 
Included in the objectives are independent assessments of TRA’s risk tolerance and 
management, data reliability and integrity, and achievement of goals and objectives.  
 
Objectives: Consulting and Advisory Services 
 
The IA Section also has objectives for consulting and advising TRA management and other 
teams with assessments in improving processes to advance TRA’s goals and objectives.  In 
particular, the objectives are to provide assessment and advice during the initial phases of a 
project or action plan so that risks may be identified and managed and that internal controls are 
established at the outset.  
 
Scope:  
 
The scope of work of the IA Section is to determine whether TRA’s array of risk management, 
internal control and governance processes, as designed and implemented by TRA management, 
are adequate and functioning as intended.  All aspects of TRA operations are subject to audit 
work: 
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• Retirement provisions are operating within the highest fiduciary standards and in accordance 

with federal and state laws and regulations and the policies and procedures of TRA; 
• Programs and processes used by TRA are consistent with industry best practices, using the 

best public fund examples as a benchmark; 
• Operations, processes and programs are consistent with established missions, objectives and 

goals; 
• Risks within and outside of TRA are appropriately identified and managed; 
• An annual risk assessment, audit plan and audit schedule are prepared and presented to the 

TRA Audit Committee for approval; 
• Significant financial, managerial, and operating information and reports are accurate, reliable 

and timely; 
• Responsibilities and activities of the external financial statement auditors are coordinated 

with those of the IA Section in order to provide continuity of audit effort and to avoid 
duplication of efforts; 

• Existing policies and procedures are updated as appropriate; 
• Appropriate record-keeping and documentation is maintained as required by auditing 

standards; and 
• Significant legislative or regulatory issues impacting TRA are recognized and addressed 

appropriately. 
 
Identification of opportunities for improving member service, management of risks, internal 
control, and the legal compliance environment will likely be regularly identified during audits.  
This information will be communicated to the appropriate level of management and the TRA 
Audit Committee.    
 
IV. Authority:  
 
The TRA Board of Trustees approved the funding and establishment of the IA Section at their 
December 16, 2008 meeting.   The IA Section will consist of one Auditor Principal Supervisor 
position (Internal Auditor) and at least one Auditor position (Staff Internal Auditor).  The IA 
Section will function under the governance policies established by the Board of Trustees.   
 
For purposes of this charter, the Internal Auditor will also be referred to as the Chief Audit 
Executive (CAE).  The CAE will report administratively to the TRA Executive Director.  
Reports of the IA Section will be submitted to the TRA Audit Committee.   
 
This charter must be reviewed periodically and proposed changes submitted by the CAE and the 
Executive Director.  The audit charter, including future amendments, must be approved by the 
TRA Audit Committee and the TRA Board of Trustees.   
 
At the outset of the establishment of this position, the CAE shall prepare a comprehensive risk 
assessment document and list recommended audit areas for the next year.   
 
The CAE shall periodically inform the Executive Director and Audit Committee of the status of 
the audit plan and any changes needed.  Any substantial changes will be communicated to the 
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Board of Trustees.  The CAE is empowered to allocate resources within the IA Section, set 
project frequencies, select audit subjects, determine scopes of work, and apply the techniques 
necessary to accomplish the audit objectives.  The CAE is authorized to follow TRA’s 
procedures to hire, retain, train, and terminate internal audit staff, when necessary, to achieve the 
objectives of the IA Section. 
 
The internal audit activity, with strict accountability for confidentiality and safeguarding records 
and information, is authorized full, free, and unrestricted access to any and all of TRA’s records, 
physical properties, and personnel pertinent to carrying out any engagement. All employees must 
assist the internal audit activity in fulfilling its roles and responsibilities. The internal audit 
activity will also have free and unrestricted access to the Audit Committee and Board. 
 
The Internal Auditor can recommend the utilization of personnel resources from the Operations 
Division to assist in audits as Subject Matter Experts (SME’s).   
 
The IA Section is not authorized to perform operational duties for TRA, including the initiation 
or approving of accounting transactions.   
 
V.   Board of Trustees (TRA Audit Committee): 
 
Composition:  
At its February 17, 2009 meeting, the TRA Board of Trustees authorized establishment of the 
TRA Audit Committee.  The membership of the committee is based on Board of Trustee position 
and consists of the following: 
 

• President of the Board of Trustees; 
• Vice-President of the Board of Trustees; 
• Member appointed by the Board of Trustees; 
• Commissioner of Minnesota Management and Budget representative; and 
• Commissioner of the Department of Education representative. 

 
Members will be appointed at the June Board of Trustees meeting and will serve an annual term.   
 
The Chair of the TRA Audit Committee will be an elected Board member and appointed by the 
President of the TRA Board of Trustees.  The Vice-Chair of the TRA Audit Committee will be 
appointed by the President of the TRA Board of Trustees.  See Appendix A for current 
membership.   
 
The TRA Audit Committee should have at least one member who is a financial expert and: 
 

• understands financial statements and GAAP; 
• can assess accounting principles; 
• has experience with preparing, auditing and analyzing statements; and 
• understands internal controls and audit committee functions. 
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Responsibilities: 
The TRA Audit Committee will normally meet with the Executive Director, Deputy Executive 
Director, Assistant Executive Director-Administration and CAE in exercising its responsibilities.  
However, the CAE or the external auditor may request to meet with the TRA Audit Committee if 
there are material weaknesses involving the office of the Executive Director or any other part of 
the organization or if the Executive Director has failed to respond to recommendations of either 
the CAE or external auditors.  The TRA Audit Committee meetings will include the opportunity 
for a session with only the board members and the CAE present.   
 
The responsibilities of the TRA Audit Committee are: 
 

1. Meet as circumstances require, but at least annually; or anytime the CAE or 
external auditor believes it is necessary; 

 
2. Provide oversight in the selection/appointment of the CAE; 

 
3. Meet with the CAE to review examination results and to discuss accounting 

issues; 
 

4. Ensure appropriate action is taken on audit findings; and 
 

5. Provide oversight feedback on the annual performance evaluation of the CAE.  
In addition, the TRA Audit Committee will review all performance 
evaluations and/or disciplinary actions suggested for the CAE. 

 
6. Consider the effectiveness of TRA’s data privacy and risk management 

systems, including risks of information technology and security systems. 
 
VI.   Information Access, Data Privacy: 
 
The audit and review reports should be handled in the same prudent and confidential manner as 
is required of other TRA employees.  
 
VII. Independence: 
 
Organizational Placement:   To provide for the maximum level of auditor independence of the 
IA Section, its personnel report to the CAE , who in turn reports functionally to the TRA Audit 
Committee and administratively to the TRA Executive Director.  The CAE shall freely discuss 
audit policies, audit findings and recommendations, audit follow-up, guidance issues and other 
matters with staff as necessary. 
 
Professional Standards Independence:  The Executive Director and Board of Trustees recognize 
that professional independence requires that the internal audit staff have knowledge of operations 
and appropriate expertise in the subject matter under audit.  Therefore, the CAE will report to the 
TRA Audit Committee the qualifications, certifications, and training requirements of the internal 
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audit staff.  The CAE should annually discuss standards of audit independence with the 
Executive Director and the TRA Audit Committee via the annual audit plan.  
 
The CAE and internal audit staff  shall not vote in any election for TRA Board of Trustees due to 
the perception of a possible impairment of independence.1 
 
Operational Duties:   The CAE and internal audit staff must have no direct responsibility or 
authority over any operating activities reviewed.  It is essential that audit staff remain objective 
to properly fulfill assigned duties.   
 
Potential Impairments:  The CAE should discuss any possible issues regarding impairment of 
independence and/or conflicts of interest and their mitigation(s) with the Executive Director or 
TRA Audit Committee Chair, as appropriate.  
 
1Board of Trustees action December 14, 2010. 
 
 
VIII.  Responsibilities and Accountability: 
 
General:  The IA Section generally accomplishes its purpose of assisting management by 
examining and evaluating activities and furnishing analyses, appraisals, recommendations, 
counsel, and similar information in a report format.  Less significant information may be 
communicated verbally.  All audit reports will be addressed to the TRA Audit Committee and 
the Executive Director. The TRA Audit Committee will also receive reports written for reviews 
and projects if the CAE believes the conclusions reached merit the attention of the Board of 
Trustees.  Any board member may request to see any report or document issued by the IA 
Section.   
 
The audit and review reports will also be distributed to appropriate management personnel.   The 
CAE shall apprise executive management of the nature of the audit information and findings 
prior to review by the Executive Director.  This will allow the IA Section to include alternative 
data or different points of view and help ensure the audit information is free from material error 
or bias.  The TRA Information Systems Division will provide a network location for both 
restricted access and general access of internal audit final reports and work in progress. 
 
Specific:   CAE is responsible or accountable for the following in order to meet the mission, 
objectives, and scope of this charter:  
 
• Preparing and implementation of an annual audit plan.  There is a practical limit for auditing 

all functions on a routine, periodic basis.  Consequently, internal audit priorities are 
documented in an annual audit plan developed for each fiscal year.  The audit plan should be 
based on a documented, comprehensive risk assessment.  The plan should include some 
unassigned hours in order to provide flexibility for changing conditions.  The audit plan shall 
be approved by the TRA Audit Committee prior to implementation.  The CAE should 
periodically keep the Executive Director and Audit Committee apprised of the progress of 
the plan and any deviations.   
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• Preparing a budget to the TRA Executive Team for inclusion in the annual budget to the 
Board of Trustees.  

• Coordinating with audit clients to finalize recommendations for improvement and ensuring 
that implementation timelines are set.  The CAE must consider the cost/benefit of any control 
when formulating, discussing, and reporting recommendations.   

• Performing a periodic, comprehensive evaluation of risk management and internal controls, 
and assisting TRA management in their assessment of internal controls.   

• Evaluating and assessing significant merging or consolidation of functions and new or 
changing services, processes, operations and control processes coincident with their 
development, implementation and/or expansion.  

• Assessing periodically whether the purpose, authority, and responsibility, as defined in this 
charter, continue to be adequate to enable the IA Section to accomplish its mission, 
objectives, and scope.  The result of this periodic assessment should be communicated to the 
Executive Director and TRA Audit Committee.  

• Attending board meetings and board retreats as requested.  
• Obtaining a peer review by other internal auditors as required by professional standards, no 

less frequently than three years (governmental auditing standards).   
• Informing the Executive Director of emerging trends and successful practices in internal 

auditing.  
• Assisting in the investigation of suspected fraudulent activities within TRA, and notifying the 

Executive Director and TRA Audit Committee, as appropriate, of the results.  
• Considering the scope of the work of the external auditors, as appropriate, for the purpose of 

providing optimal audit coverage to TRA as whole. 
• Obtaining and evaluating peer review reports of the external auditor. 
• Consulting with TRA’s management, as requested, on potential policy and procedure 

changes. 
• Participating, in an advisory capacity, in the planning, design, development and 

implementation and modification phases of major information systems to determine whether: 
 

1. adequate controls are incorporated into the systems; 
2. adequate risk management techniques have been utilized; 
3. thorough systems testing is performed at appropriate levels; 
4. systems documentation is complete and accurate; and 
5. the intended purpose and objectives of the systems implementation have 

been met.  
 
• Participating in professional audit organizations by attending meetings, networking, and 

becoming involved with other professional internal auditor pension groups.   
• Reviewing the governance manual, statutes, personnel policies and other operating policies 

periodically. 
• Preparing, maintaining and keeping current an internal audit manual including working paper 

standards, report formats, and records retention.  
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IX. Professional Standards: 
 
The IA Section shall follow the professional standards of relevant professional organizations.  
These standards include, but are not limited to, the following: 
 
• The Institute of Internal Auditors mandatory guidance which includes the Core Principles for 

the Professional Practice of Internal Auditing, the Definition of Internal Auditing, the Code 
of Ethics, and the International Standards for the Professional Practice of Internal Auditing.   

• Control Objectives for Information Technology and Code of Ethics of the Information 
Systems Audit and Control Association, if applicable. 

• American Institute of Certified Public Accountants Professional Standards and Code of 
Ethics. 

• Generally Accepted Government Auditing Standards from the United States Government 
Accountability Office (GAO), if applicable. 

• Professional standards promulgated by the Association of Government Accountants. 
• Other professional standards, such as the Minnesota State Board of Accountancy.  
 
X. Relationship to the Risk Management and Internal Control Programs: 
 
TRA management is responsible for implementing a system of risk management.  The IA 
Section will assist management by evaluating risk during each audit.   The IA Section may also 
perform specific internal control audits or reviews.  The IA Section will annually conduct an 
enterprise-wide risk assessment in connection with formulating the annual audit plan.  
 
TRA Management is responsible for implementing and maintaining a system of internal control, 
including policies and procedures defining the specific steps and controls governing a process.  
The IA Section will aid management by evaluating internal controls during each audit and by 
periodically evaluating the entire system of internal controls.  
 
TRA Management will establish a Code of Conduct program educating TRA employees of their 
responsibilities and the importance of internal controls as an ongoing part of their duties.  The IA 
Section will assess the adequacy of the training and its effectiveness in reducing audit risk. 
 
XI. Relationship to Prevention, Detection, and Correction Activities: 
 
The IA Section should participate in the initial stages of major projects so that risks can be 
appropriately managed and internal controls are instituted in the design phase in order to prevent 
problems and minimize costs.   
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TRA Internal Audit Charter 
Appendix A – Membership Composition 

 
 
As of July 1, 2016, the members of the TRA Audit Committee are: 
 

• Chair – Marshall Thompson (appointed member of the Board of Trustees) 
• Vice Chair – Mary Broderick (Vice-President of the Board of Trustees) 
• Member – Denise Anderson (Commissioner of Education member) 
• Member – Jeanine Kuwik (Commissioner of Minnesota Management and Budget 

member) 
• Member – Martha Lee Zins (President of the Board of Trustees) 
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TRA Internal Audit Charter 
Appendix B – Version History 

 
Date Changes / Action 

April 14, 2009 Initial draft reviewed by TRA Board of Trustees 
November 17, 2009 Minor revisions.  Approved by TRA Audit Subcommittee 
November 18, 2009 Charter approved by TRA Board of Trustees 

December 14, 2010 
Annual review.  Language added regarding Internal Auditor not voting in a Board of 
Trustees election due to the perception of a possible impairment of independence.   

December 15, 2010 Charter approved by TRA Board of Trustees 

November 15, 2011 

Annual review.  Language added clarifying authority (Section IV), Responsibilities 
(Section V), and Membership Composition (Appendix A).  References to Audit 
Subcommittee were changed to Audit Committee. 

November 16, 2011 Charter approved by TRA Board of Trustees 
November 13, 2012 Charter reviewed by TRA Audit Committee; no changes made. 

November 12, 2013 

Annual review.  Charter reviewed by TRA Audit Committee.  Language added 
regarding addition of internal audit staff; terminology change from Internal Auditor 
to Chief Audit Executive; removal of TRA Support Unit for providing control 
and/or substantive testing resources.  Revised Charter approved by the TRA Audit 
Committee.  

November 13, 2013 Revised Charter approved by the TRA Board of Trustees. 

November 18, 2014 

Annual review.  Charter reviewed by TRA Audit Committee.  Added Deputy 
Executive Director to audit committee meeting attendees under Section V, Board of 
Trustees Responsibilities.  Changed Department of Finance to Department of 
Minnesota Management and Budget.  Revised charter to be approved by the TRA 
Audit Committee. 

November 19, 2014 Revised Charter approved by the TRA Board of Trustees 

November 17, 2015 

Annual review.  Charter reviewed by TRA Audit Committee.  Added data privacy to 
Responsibilities (Section V).  Modified hierarchy of Institute of Internal Auditor 
mandatory guidance (Section IX).  Modified Membership Composition (Appendix 
A). 

November 18, 2015 Revised Charter approved by the TRA Board of Trustees. 

November 15, 2016 
Annual Review.  Charter reviewed by TRA Audit Committee.  Modified 
Membership Composition (Appendix A) to reflect new chair. 

November 16, 2016 Revised Charter to be approved by the TRA Board of Trustees. 
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